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      We -- us, as in Uncle Sam -- now are in loan-servicing business                                    

               BY CAROLYN HERMSEN 
               The writer, of Omaha, has been in the mortgage banking business for 27 years.
                We hear conflicting opinions, accusations, partisan bickering, everyone blaming everyone. But no one is telling us in simple words what this so-called bailout means to"we, thepeople."
                Many of you have obtained a mortgage in the past 20 years, and you probably were told when you closed on your home that the loan would be sold. You didn't uniderstand how that worked exiactly, but you had heard about that part of the process.
                That's what's going on with this inappropriately named "bailout" bill. It ought to be called the "Loan Purchasing and Serviicing Bill." That's what we, the people, will be doing: buying loans and servicing them.
                All the affected people who are making their mortgage payiments to their current company now will make their payments to us. We'll collect the payments eviery month and make sure taxes and insurance are paid when due, just as your current company does on your home loan.
                More than 80 percent of the loans we're buying are performiing loans, which mean they aren't delinquent. The nonperforming loans can be modified to help the homeowners who took them out. Since we'll own those loans, we can help them and prevent furither foreclosures.
                When the loans are in "mortigage- backed securities," the lender doesn't actually own the loan; he simply collects the payiments and passes the princiipal- and-interest part of the payiment to the investors, whoever they may be. So the lender cannot modify the loans because of the contractual agreement inherent in mortgage-backed securities.
                This actually has been a big part of the problem and why houses have been going into foreiclosure. Now we'll have the abiliity to help those people and modiify their original loan terms to fixed-rate loans.
                They could afford the loan when they got it; now we'll be able, in most cases, to give thema better rate than they had in the first place. And this won't hurt us -- "we, the people" -- because we're going to be building a base of performing loans that can be sold in the future at profit.
                Mortgage-backed securities are not being trusted at the moiment in the open market. The seicurities they bought were rated AAA when they should have been rated B, and the investors were deceived by the faulty rating.
                When the loans initially were sold, the buyers of these loans thought they were getting Mericedes. Instead, they got Fords. When they discovered they had Fords and not Mercedes, which took a couple of years, they got angry. After some time, the origiinal sellers of these mortgages had to buy back all the Fords.
                Now they're stuck with the Fords. But they had to use lots of cash to buy them back. Also, they must put cash in reserve under banking rules. So, believe it or not, they're cash-poor.
                We're going to buy those Fords at a reduced price. When we do that, the financial institutions will get cash for the Fords, reimoving them from their books so they don't have to have an equal amount of reserves.
                Then we'll go about the work of turning those Fords into Toyotas, so we can sell them in a couple of years and make a profit.
                I think the reason that no one is telling you this in plain-speak is because our politicians and comimentators don't understand the situation themselves.
                I've heard so much misinforimation in the newspapers, from members of Congress, talking heads, the David Lettermans of our world and other angry celebirities and partisan folks who get the microphone.
                No wonder "we, the people" are angry. We think we're giving our money to the banks so they can squander it again. That's not the case. We're buying assets from the big guys, which give them cash to operate and frees them from having to set aside so many dollars in reserves until faith in the market has been reistored.
                After several years, when the market begins to trust mortgageibacked securities again, we will be able to go to market and sell the loans at a profit -- or we will keep them until such time when we can make a profit.
                In the meantime, we collect the interest, which will help offset the initial expenditure and the cost of personnel needed to maniage this change. 
               Now we can help struggling borrowers and modify their original home-loan terms to fixed-rate loans.
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